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Washington, DC 20581 -

Re:  Amendments to NYCE Rules 4,06-B, 4.07-B and 4.11-B through 4.16-B -
Submission Pursuant to Reguiation 1.41(b) - Fast Track Review

Dear Ms. Webb:

Pursuant to Section 5a(a)(12)(A) of the Commodity Exchange Act and Commission
Regulation 1.41(b) - Fast Track Review, the New York Cotton Exchange (the "Exchange")
submits amendments to Rules 4.06-B, 4.07-B and 4.11-B through 4.16-B, attached as Exhibit A.

The amendments convert the delivery process for the US Dollar Index ("USDX") from
cash-settled to physical delivery. Currently, USDX futures are cash settled using a settlement
price calculated by Reuters USA. During the last one-half hour of trading, Reuters collects
indicative bids and offers for the currencies making up the USDX from its bank contributors. It
takes the last five bids/offers for each currency, drops the high and low and averages the
remaining three for input into the USDX formula. Over time, there has been a deterioration of
the quality of the indications and a decline in the number of bank contributors. Therefore, in
order to improve the quality of the delivery process, the Exchange has converted that process
from a cash-settled to a physical delivery.

Under the proposed final settlement system, A long position in the USDX will receive US
doliars and pay the component currencies, and, conversely, a short position in the USDX will

receive the component currencies and pay US dollars.

The rule amendments also provide for the following: (1) the USDX to stop trading at the
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same time as most of the other currency contracts; (2) a procedure for determining the final
settlement price; (3) a procedure to determine tha deliverable amount of each of the underlying
currencies; (4) a delivery procedure that is similar to the procedure used for existing currency
contracts; and (5) netting of the USDX component currencies against other currency futures
contracts traded at the Exchange.

The Exchange’s Board of Managers approved the amendments at its meeting on
April 12, 2000. No substantive opposing views were expressed by members or others with
respect to the Rule.

The Exchange intends to make the amendments effective when such amendments may be
made effective under Regulation 1.41(b) for all delivery months with no open interest and all
delivery months listed thereafter.

If you have any questions, please contact me at 212-742-6247.

Sincerely,

2Iill S. Fassler

Vice President
Associate General Counsel

Enc.

cc:  David Van Wagner
CFTC, Division of Trading and Markets
Thomas Leahy,
CFTC, Division of Economic Analysis
Allen Cooper
CFTC, Eastern Regional Office
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(In the text of the amendments below, additions are underlined and deletions are bracketed and lined out.)

, US.DOLLAR INDEX® FUTURES

RULE 4.06-B HOURS OF TRADING

() On last trading day, trading in an expiring futures contract month shall cease at

[$8:68]10:16 a.m.

RULE 4.07-B LAST DAY .OF TRADING

The last day of trading in Dollar Index futures contracts deliverable in the current contract month
shall be the second Business Day prior to the third Wednesday of that month. If that dayisa
bank holiday in New York, New York or, if the following Business Day (i.e,, the first Business
Day prior to the third Wednesday) is a bank holiday in one of the countries whose currency is in
the Index, then the Iast day of trading in Dollar Index futures contracts deliverable in the current
delivery month shall be the [following-busincss-day-which-is-not s bank-heliday-inal-of the
countrics-whose-currenciesare-in-the Index-and-in New-York-City]the preceding Exchange
business day.

RULE 4.11-B [APPROVED-SOURECES FORSETTEEMENT

tAppendixnA-isavatiable from-the-Officeof the-Secretary). ]JRESERVED

RULE 4.12-B SETTLEMENT PROCEDURES

(a) Daily Settlements (See Rule 4,199(b))

() inal Settlement Price

EXHIBIT A
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The final settlement price of the expiring USDX Futures Contract shall-be calculated using the

formula jn Rule 4 01-B and. to the extent possible, the final settlement prices of futures contracts

of the underlying component currencies traded on the Exchange that expire simultaneously with
the USDX,

In the event that the expiring USDX Futures Contract ceases to trade on & different day or at a
different time from futures contracts on any of the component currencies traded on the Exchanpe,
the rate of each of the missing component cuprencies shall be determined by the Settlement
Compmittee taking into account cash and futures prices of the underlying currency component and

any other information that the Committee may deem appropriate,

-2-
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{c)

Einal Settiement

(1

For each Settlement Currency, the Exchange shall desipnate a delivery bank

A dix e short Clearing Member sha!l deposit the U.S. Dollars and the
long Clearing Member shall deposit the Settlement Currencies into the accoupt
of the Clearing Corporation at the delivery bank. Upon instructions from the
Clearing Corporation on the delivery day, the delivery bank shall transfer to the

account of the short Clearing Member the Settlement Currency funds previous]
deposited by the long Clearing Member and shal] transfer to the account of the
long Clean ember the U.S. Dollar funds previously deposit the short

Clearing Member.
Determination of the U.S. Dollar and the Settlement Currency Amounts for

Physica iv

)] ¢ U.S. Dollar Amount for physical delivery is determined

multiplying the final settlement price as determined in subparagraph (b)
above b 000,

(i) The Settlement Currency Amounts shall be determined by:

(a) Using the weight of each currenc i in Rule 4.01-B

multiply the weight by the final U.S. Doliar amount determined
in accordance with subparagraph (i) above to obtain the U.S,

ollar Amounts for each currency,

(b} If the price is in European terms, multiply the U.S, Dollar
Amount for each currency by the currency price used to compute
the final settlement price calculated in Rule 4.12-B(h).

{€) If the price is in American terms, divide the U.S. Dollar Amoupt

for each gurrenc the currency price use mpute the final

settlement price calculated in Rule 4.12-B(b).

[RUEES4:13-B-AND-4:14-B RESERVED)

RUL

4.13-B

A)

DELIVERY PROCEDURES

Delivery day (Value Date) -
Delivery of the components of USDX futures contracts shall be made on the third

Wednesday of the contract month. [{that dav is not a Business Day or is a bank holiday
in New York, NY, then the delivery day shall be the next day tha is a Business Day:
provided, however, that_if it is a bank holiday in the country of any component currency

in the Index, then ivery of jbutable
that cumrency shall occur on the next Busipess Day that is not g bank holiday in New
York, NY and the country of the component currency,

3.
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(BY  Netting of Positions

(1)  Nettinp of Positions Within an Individual Contract - A Clearing Member may pet
his delivery obligations 10 the extent that such Clearing Member (for itself or for
customers) is both long and short in USDX futures contracts and, if a customer
account s jnvolved, has a written request from the customer to net the
customer’s account against other accounts and provided further, that the Clearin
Member has & written agreement respecting delivery and receipt other than as set
forth_in the Rules. If the Clearing Member chooses to net, it shall indicate its net

osition on the Deliv i equest form._The netting shall rform
in the following sequence; (j) within each account, (ii) eligible customer account
versus eligible customer account and (jji) eligible customer account against firm
account. The netting of positions by a Clearing Member shall relieve the
Clearing Corporation of any further obligations with respect to any USDX
contract involved. Such Clearing Member shall indemnify the Excvhange, the
Clearing Corporation and NYBOT against any liability, cost or ¢xpense that
cither may incur for any reason as a result of the Clearing Member's netting

2) Netting Currency Positions Across Contracts - A Clearing Member may net his
delivery obligations to the extent that such Clearing Member {for it or for
customers) hald positions that create offsetting currency payment obligations i
USDX futures contracts and different Currency Pairs. If a customer account i
involved. the Clearing member must have a written request from the customer to
net the customer’s account apainst other accounts and a writtep agreement

spectin i d receipt other than as set forth in the Rules. If the
Clearing Member chogses to net positions, it shall indicate the net position on its

elivery Netting Request Form. The netting shall be ed jn the followin
sequence: (i) within each account, {ii) eligible customer account versus eligib
customer account gnd (iii) eligible customer account against firm account, The
petting of positions by a Clearing Member shall relieve the Clearing Corporation
of any further obligations with respect to any USDX and other currency futures
contracts involved, Such Clearing Member shall indemnify the Exchange, the
Clearing Corporation and NYBQT against anv liabilitv, cost or expense that
either may incure for any reason as a result of the Clearing Member's netting

positions,
()] Gusrantee of Payment - 1f a guarantee of pavment js needed it may be met in either of
two (2) ways:

(1) posting a directive-to-pay; or

(2) depositing the currency into the Clearing Corporation's account one (13 business day
jor to the delivery day,

(D) ng Clearing Member’s Duties -

Holders of long USDX futures contract shall receive delivery of U.S. dollars and shall
pay the Settlement Cyrrencies equivalent.

A
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It is the responsibili
the Settlement Currenc

eliv

of the long Clearj ember to transfer the correct total
s inta the account of the Clearing Comporation t the

bank designated by the Exchange and to provide complete information for the

ount of

timely transfer of the 11.S. dollars into the long Clearing Member’s account as specified

in the procedure below:

(1 order for a Clearing Member with a long futures position tg accept delive

for itself or for customers it represents. it shall, no later than 1:30 p.m. on the last

day of trading, present long Clearing Member’s Delivery Commitmen the

earing Corporation._The Clearing Member shall jnclude the followin
information jn each Commitment:

(2) the name of the Exchange specified delivery bank {See Appendix 1):

()] the Clearing Corporation’s account number at the defivery bank in which
it will deliver the Settlement Currency funds for each outstanding long
USDX futures contract:

(<) the name of the bank along with the account number at such bank at
which it wil] receive delivery of the U.S. dollars for each outstanding
long contract; and

()] all necessary transfer information such as the name of the correspondent.

If such Commitments are received later than 1:30 p.m. on the last day of tradin

the Clearing Member shall be assessed a fine, the amount of which shall be

determined by the B of a committee appointed by the Board.
{2) The long Clearing Member shall make srrapgements for the timely transfer of
the Settlement Currencies.
N For each Currency, the chart below shows whether a guarantee of payvment is
needed and the appropriate deadlines:
Currency Guarantee of Payment Deadline
Canadian Dollar Needed 5:00 PM NYT on NY bapking
business day prior to delivery -
i.¢. the last day of trading
Swiss Franc Not Needed
Japanese yen Not Needed
Euro Not Needed
Sterling Not Needed
Swedish krona Not Needed
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4

If a guarantee of payment is required and a Clearing Member chooses to submit a
directive-to-pay, then, by the deadline listed in subparagra this Rule. the b

of the long Clearing Member shall submit to the delivery bank = directive-to-pay by swift
message, tested telex, or other format acceptable to the delivery bank. The directive-to-
pay shall include the following: .

{a) Cleari ember’s name;

by the name and address of the bapk which will transfer the Setttement Currencics
into the account of the Clearing Corporation;

() name and number of the account from which the t Currencies will
~ be transferred into the account of the Clearing Corporation;

(d) the amount of Settlement Currencies to be transferred into the Clearing
Corporation’s account; and

() the delivery day (value date) which is specified in subparagraph (A) of this Rule

above.
If a Clearing Member submits a Settiement Currency directive-to-pay then by 10:00 am.

Jocal time on the delivery day (value date) specified in subparagraph {A) of this Rule
above, the Clearing Member shall deposit the Settlement Curreneies jn an amount
sufficient to cover the number of contracts for which delivery is being made into the
account of the Clearing Corporation gt the delivery bank. All payment advises from the

emitting bank or from _its corres! be received by the delivery bank no later
than 10:00 a.m. local time on such day.

If a guarantee of payment is required and a Clearing Member chooses not to submit a
Settlement Currency directive-to-pay, the Clearing Member shall deposit into the account
of the Clearing Corporation at the delivery bank designated by the Exchange an amoupt
of the Settlement Currency funds that s sufficient to pay for the delivery of the number
of contracts for which delivery is being made and that i value on the busipess da
immediately preceding delivery day. All payment advises from cmitting'bank or its
correspondent mu eived ¢ delivery bank no later than 12:00 p.m. local ti

on the New York banking business day immediately preceding deljvery day.

The amount of the directive-to-pay or the amount of the Settiement Currency deposit

shall equal the value of the number of contracts for which delivery is being made based
n the settlement price on the last da trading, Deposit of the Settlement Currencies

shall be made as an international bank wire transfer of immediately available funds.

If 3 guarantee of payment is needed, any directives-to-pay or deposits of the Settlement
urrencies received subsequent to the deadlines established in this Rule 4.13-B shall be
deemed a default and acted upon in accordance with Rule 4.1 4-B.

Where no guarantee of payment is required tg take delivery, the following procedures
shall apply:

-6-
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By 10:00 am. local time on the delivery day (value date) specified in subparagraph (A)
of the Rule above, the Clearing Member shall deposite the Seitlement Currepcies jn an
smount sufficient to cover the number of contracts for which delivery is being made jnto
the account of the Clearing Corporation at the delivery bank, All payment advises from

the remitting bank or from its correspondent must be received by the delivery bank no
later than ]0:00 a.m, loca) time on such day,

The amount of the Settlement Carrency deposit shall equal the value of the number of
contracts for which delivery is being made based on the settlement price on the last day
of trading. sit of the Settlement Currencies shall be made as an internatiopal b

wire transfer of immediately available funds.

Tt is the responsibility of the Clearing member and the beneficial owner of the long

contracts to be familiar with, and in conformance with, all the regulations pertaining to
the holding of non-resident bank accounts in the country of the bank through which
delivery of the 11.S. dollars will be made.

(E) Short Clearing Member's Duties -

Holders of short USDX futures contracts shall make delivery of the U.S. dollars and shall receive
payment in the appropriate Settlement Currencies.

The short Clearing Member is responsible for assuring the timelv delivery of the U.S. dollars into

the a
rovide

ropriate Clearing Co i unt at Exchange approved delivery bank and

mplete information for the timel r of the appropriate Settlement Currencies

into the short Clearing member’s account as specified by the procedure below:

(0

A _Clearing Member with a short futures position in order to make delivery for itself or
for a customer it represents shall, no fater than 1:30 p.m. on the last day of trading,
present to the Clearing Corporation short Clearing Member’s Delivery Commitments.
The Clearing member shall include the following information in each Commitment:

8) the name of the Exchange specified delivery bank '[ See Appendix 1);

b') the Clearing Corporation’s account number at the dei_igegg bank in which the
10.S. dollars will be delivered for each outstanding short USDX futures contract;

and

(c) the name and address of the bank to which the app;opriatc Settlement
Currencies payment should be sent along with the name of the account number to
which the Settlement Currencies payment should be credited.

If such Commitment is received later than 1:30 p.m_ on the last day of trading, the
learj ember shall be assessed a fine, the amount of which shall be assess fine
the amount of which shall be determined by the Board or a committee appointed by the

Board,

If a Clearing Member chooses to submit a directive-to-pay, t by 10:00 a.m. on

the banking business day immediately preceding delivery day, the Clearing Member's

-7-
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ank shall send to the delivery bank specified by the E e a directive-to-pay by
swift message, tested telex or other format acceptable to the delivery bank. The
directive-to- 1] include the followi
a) Clearing Member's name;

b) the name and address of the bank which will transfer U.S. dollars into the
account of the Clearing Corporation;

c) the name and number of the account from which U.S. dollars will be transferred

into the account of the Clearing Corporation;

d the amount of US dollars to be delivered into the Clearing Corporation’s account;
and

e) the delivery day (value ditgj which is specified in subparagraph {A) of this Rule
above,

1f a Clearing Member submits a U.S. dollars denominated directive-to-pay, then by 10:00
a.m. local time on the delivery dav {value date) specified in sub h (A} of this

Rule 4.13-B. the Clearing Member shall deposit 1.8, dollars i amoutt sufficient to
cover the nu r of contracts for which delivery is being made into the account of
Clearing Corporation at the delivery bank. All pavment advises from the remitting bank

or its correspondent must be received by the delivery bank no later than 10;00 a.m. local
time on such

If guarantee of payment is required and a Clearing Member choose 0 5u

dollars directive-to-pay, the Clearing Member shall deposit into the account of the
Clearing Corporation at the delivery bank designated by the Exchange, an amount of
1L.S. dollars that is sufficient to cover the number of contracts for which delivery is being
made and that js for v anking business day i iately precedi
delivery day, All payment advises from the remitting bank or its correspondent must be
recejved by the deljvery bank no later than 3:00 p.m. local time on the New York
banking business day immediately preceding delivery day.

e amount of the directive-to-pa r the amounts of the U,S, dollars deposit shall
equal the U.S. Dollar Amount specified in Rule 4.12-B{c¥2Xi) or {ii) for each
outstanding short futures contract.

Deposit of U.S. dollars shall be made in the form of an intemational bank wire transfer gf
immediately available funds,

Any directives-to-pay or deposits of the U.S, dollars received subsequent to the deadlines

established in this Rule shall be deemed a default and acted upon_in accordance with
Rule 4.14-B,

The short Clearin hall make amrangements for the timely transfer of 1.8,
dollars to the Exchange approved delivery bank,
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By 10:00 a.m, local time on the delivery day (value date), the Clearing Member shall
deposit the U.S, dollars in an amount sufficient 1o cover the number of contracts for

which delivery is being made into the account of the Clearing Cotporation at the delivery
bank. All payment advises from the remitting bagk or from its correspondent must be

received by the delivery bank o later than 10:00 a.m. local ime on this day.

Deposit of the 1.8, dollars shall be made as ap inte ational bank wire transfer of
immediately available fund

(5) It is the responsibility of the Clearing Member and the beneficial owner of the short
contracts to be familiar with, and in conformance with, all the regulations pertaiping to
the holding of non-resident bank accounts in the country of the bank through which
payment of the Settlement Currencies will be accepted. ’

{(F}  Costs.of Delivery-

The seller (short) shall bear the costs of transferring the 11.5. dollars jnto the delivery bank
specified by the Exchange and the costs of transferring the Settlement Currencies out of the
delivery bank. The buyer (long) shall bear the costs of transferring the U.S. dollars out of the
deliverv bank specified by the Exchange and the costs of transferring the Settlement Currencies
into the delivery bank. Such gosts may include, but are not limited to, wire transfer charges,
directives-to-pay charges, swift ynessage charges, interest charges and transaction fees.

RULE 4.14-B DELIN CYINPE

{a) If & Clearing Member with a commitment to deposit currency funds pursuant to Ru]e
4.13-B fails to deposit such funds by the deadline ified jn Rule 4.13-

Clearing Member shall be deemed in default. and the matter shall be acted gggn gursuant
to su h(g)of

(b) If the jnformation contained in either the Long’s Delivery Commitment or the Short's
Delivery Commitment is so inaccurate that delivery cannot be accomplished in a timély

manner, fines or damages may be assessed pursuant to subparagraph (c) of this Rule.

() If a Clearing Member fails to perform all the acts required by this Chapter, or is deemed
o be in default, or js unduly enrjched, it shall be liable to learing Corporatio to

the opposite Clearing Member for any loss sustained and may be subject to disciplinary
and/or member responsibility action.

RULE 4.15-B APPROVAL OF DIRE T Y-B .
Upon application, the Exchange shall approve Directive-to-Pay banks provided, however, that

each such bank sha]l be able to issue a directive-to-pay that is acceptable to the delivery b

If a bank is approved no longer meets the above requirement, the Exchange shall remove it from
the approved ljst of Directive-to-Pay banks.
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RULE 4.16-B APPROVAL OF DELIVERY

Upon application, the President shall approve delivery banks that must be able to do the
following:

(1) handle accounts denom inated in U.S, dollars and/or the appropriate Setlemens Currencies;
and

(2) demonstrate an ability to handle transfers in U.S. dollars and/or the appropriate Settlement
Currencies in a timely manner;

provided. however, that the Exchange may from time to time establish such additional
uirements as it deems pecessary to be a delivery ban

APPENDIX

| The formula in Rule 4.01-B is based on the orjgig al USDX formula and the fixed conversion rates
established between the Euro and the currencies that became part of the euro,

{1) The original USDX formula was;

10
100 * exp IZ(W; *InR;l
i=t

Where R., = Base period exchange rate of currency i divided by exchange rate of currency j at time t with
all excha tes expre n ce er unit of Foreipn Currency.

and w,= Trade weight for currency i,

_ The 10 currencies, their base rates and their trade weights are:

Country Base Rate Weight

W. German 35,548 cents/mark 208

Japan 0.32819 centsfyen 136

France . 22.19] cents/franc 3]

United Kingdom 247 24 cents/pound J19

Cana 100,33 cents/dollars 091

taly 0,176 cents/lira 090

Netherlands 34,834 centg/guilder 083

Belgium 2.5377 cents/krona o6 <€ .577C
Sweden 22.582 cents’krona 042

Switzeriand 31.084 cents/frank 036

2. anuary 1, 1999 the cyrrencies of Germany, France, Italy, Netherl s and Belgium were

replaced by the euro. The fixed conversion rates between these currencies and the euro are

1 EURO= 583 Deutsch

1 EURO=6,55%957 Freach francs
| EURD=2.20371 Dutch guilders
1E =40.3 Belgian ¢
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APPENDIX 1
EXCHANGE APPROVED DELIVERY BANKS

*
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